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MANAGEMENT'S DISCUSSION AND ANALYSIS



Village of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Village of Sparta, Michigan's {the Village} financial performance
provides a narrative overview of the Village's financial activities for the fiscal year ended December 31,
2007, Please read it in conjunction with the Village's financial statements,

FINANCIAL HIGHLIGHTS

= The Village's total net assets increased by 31,263,045 (8 percent) as a result of this years
activities. Net assets of the governmental and business-type activities increased by $255,325 and
$1.007 720, respectively,

= Of the $16,159,416 total net assets reported, $5,761,071 (36 percent) is unrestricted, or available to
be used at the Council’s discretion.

+ The General Fund's unreserved, undesignated fund balance at the end of the fiscal year was
33117215, which represents 202 percent of the actual total General Fund expenditures for the
current fiscal year.

QOverview of the financial statements

The Village’s annual financial report is comprised of four parts: management’s discussion and analysis,
the basic financial statements, reguired supplementary information, and an optionzl section that
presents combining statements for nonmajer governmental funds. The basic financial statements
include two kinds of statements that present different views of the Village:

» The first two statements are government-wide financial statements that provide both leng-term and
short-term information about the Village's overall financial status.
= The remaining statements are fund financial statements that focus on individual parts of the Village,
reporting the Village's operations in more detail than the government-wide financial statements,
o Governimental fund statements tell how general government services, like public safety,
were financed in the short-term, as well as what remains for future spending.
o Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like a business, such as the sewsr and water
systems and Sparia Airport.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The financial statements are followed by a section of

required supplementary information that further explains and supports the information in the financial
statements,

A comparative analysis of the basic financial statements for 2007 and 2008 is also prasented,

Government-wide financial statements

The government-wide financial statements report information about the Village as a whole using
accounting methods similar to those used by private-sector companies. The statement of net assets
inciudes all of the Village's assets and liabilities, All of the current year's revenues and expenses are
accounied for in the statement of activities, regardless of when cash is received or paid.



Village of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Government-witde financial statements (Continued)

The two government-wide statements report the Village's net assets and how they have changed. Net
assets (the difference between the Village's assets and liabilities) are one way to measure the Village's
financial heaith or pasition.

= QOver time, increases or decreases in the Village's net assets are an indicator of whether ifs financial
health is improving or deteriorating, respectivety.

+ To assess the overall heaith of the Village, you need to consider additional nonfinancial factors,
such as changes in the Village's property tax base and the condition of the Village's capitat assets.

The government-wide financial statements are divided into three categories:

»  Governmental activities - Most of the Village's basic services are included here, such as police
protection and general government. Property taxes and state shared revenue finance most of these
activities.

+ Business-type activities - The Village charges fees to customers to help it cover the costs of certain
services it provides, The Village's sewer and water systems and airport operations are reported
here,

=  Component unit - The Village includes another entity in its report - the Downtown Development
Authority. Aithough legally separate, this "component unit® is important because the Village is
financially accountable for it.

Fund finrancial statements

The fund financial statements provide more detailed information about the Village's most significant
funds, not the Village as a whole. Funds are accounting devices that the Village uses to keep track of
specific sources of funding and spending for particular purposes.

+ Some funds are required by state law and by bond agreements,
» The Village Council establishes other funds fo control and manage money for particular purpases

{like street maintenance} or to show that it is properly using certain taxes and other revenues {like
state grants collected for the street funds).

The Village has two kinds of funds:

o Goveramental funds. Most of the Village's basic services are included in governmental funds, which
focus on (1) how cash and other financial assets that can be readily converted to cash, flow in and
out and {2} the halances left at year end that are available for spending. Conseguently, the
governmental funds statements provide a detailed short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
the Village's programs. Because this information does not encompass the additional long-term
focus of the government-wide statements, we provide additional information at the bottern of the
governmental funds statements that explain the relationship between them.

= Proprietary funds. Services for which the Village charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long- and
short-term financial infarmation.



Village of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Fund financial statements (Continued)

o in fact, the Village's enterprise funds (one type of proprietary fund} are the same as its
business-type activities but provide more detail and additional information, such as cash
flows,

o The Village uses an internal service fund (the other type of proprietary fund) to repart
activities that provide services for the Village's other programs and activities. The Vilage's
internal service fund consists of its Equipment Rental Fund.

FINANCIAL ANALYSIS OF THE VILLAGE AS A WHCLE

Net assets. Total net assets at the end of the fiscal vear were $16,150.416 compared to $14,896,371 at
the end of the prior vear. Of this total, $8,720,388 is invested in capital assets, net of related debt, and
$717.052 is restricted for various purposes. Consequently, unrestricted net assets were $5,721,976, or 35
percent of the total. While the Village reports unrestricted net assets under both governmental ang
business-type activities, the unrestricted net assets of the business-type activities cannet be used o
make up any net asset deficit in governmental activities,

Condensed financial infarmation

Nel Assets
Sovernmental Business-type
aclivities activities Tolals
2007 2006 2007 2008 2007 2008
Current and other agsets ¥ 4080642 $4079963 % 3438400 32825865 $ 7.519.042 5 6508828
Capital assets 4,078,262 4 248486 14,486,698 14,853,864 18,565960 19,100,350
Total assets B,159.904 5325448 17,925,008 17 832 729 26,085,002 28,005,178
Current and other liabtlities 92,025 191,724 82,941 373,300 184,966 565,024
Long-term debt 2821,771 2.343847 7,718,845 8203 841 9740620  10D.547.783
Tetal liabilities 2,113,796 25356866 LBL,Y90 B 577 441 8925586 11112807
Net assels:
Invested in capital assets,
net of related det 2698160 2 756,793 7021228 5904253 9,720,388 8661045
Restricled 677,557 ¥a0,5903 - - 677,857 730,503
Uinresiricted 2,668,991 2.303.087 3092080 2201335 5,761,071 4 504 422

Total net assets £ 8046108 $5750,783 % 10,113,308 $95,105588 § 16,159,415 $14,898.371

Changes in net assets. The Village's total revenues for 2007 were $5,332.011 compared to
$5,446,313 in 2006. Nearly 37 percent of the Village's revenues come fram charges for services while

property taxes account for 30 percent of the fevenues. State shared revenue accounts for only 8
percent of the Viliage's revenues,



Village of Sparta
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued}

FINANCIAL ANALYSIS OF THE VILLAGE AS A WHOLE {Continued)

The totai cost of all the Village's pragrams for 2007, covering a wide range of services, totaled
$4,068,966 compared to 4,004 555 in 2006. Mearly 38 percent of the Village's costs relate to the
provision of utility services. Public safety {police and fire protection} costs represent 20 percent of total
costs while public works costs represent 18 percent of the total costs,

Condensed financial information
Changes in Net Assels

Governmenta Busingss-lype
activilies activilies Toltals
000 2008 2007 2006 2007 2006
Program revenues:
Charges for services $ 27428 3 28661 $1,939154 ©1 J82235  $1966,582 S1,7B0 806
Opedating grants and conbributions 262492 248473 . - 252,492 248 423
Capital grants and contributions - 85,10 757,251 914,154 757,251 999,256
General revenues:
Properly taxes 1,523,446 1512 645 55517 E0.787 1,578,863 1593432
State shared revenue 422 537 427 360 - - 422 5317 427 250
Other 261,766 218,065 92,420 178,881 354,186 396,946
Transfers - {54,850 - 54 850 - -

Total revenugs 2,487,669 2465405 2,844,342 29801008 _5332,011 5446313

Expenses:
Legislative 14175 15,741 - - 14175 15,741
General govermment 459, 264 385,018 . - 459 261 385,018
Pubkic safety 426, T80 882 379 - - 826,780 882,378
Public works 731,748 504 784 - - 731,748 504, Th4
Culture and recreation 107,014 06,872 - - 107,814 46,972

Community 2nd econamic

development 3,545 25054 . - 3,505 25,054
Interagt 88,771 7.7 - - 89,7711 177
Sewer - - 143,258 882 244 743,258 882,284
Water - - 796,315 749 802 796,315 749 802
Airport - - 207 049 344 896 297,049 344 896
Tatal expenses 2232344 2027563 1,836,622 1976992  4.06H,966 4,004,555
Increase in net assets $ 255325 % 437842 $4.007,720 % 1,603,916 $£1.253045 $1441758

Governmental activities

Governmental activities increased the Village's net assets by $255,325 in 2007 compared to an increase
of $437.842 in 2006. Revenues remained constant while expenses increased by $204,781 (10 percent).
The increase in expenses is primarnity explained by the $227.000 increase in public works expenses that
related to significant maintenance costs for certain local streets and significant sidewalk repairs in the
current year.



Village of Spatta
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued)

Governmental activities {continued)

The following table shows the costs of the Village's three largest programs, as well as the net cost (total
cost less fees generated by the activiies and intergovernmental aid). The net cost shows the burden
that was placed on the Village's taxpayers by each of these functions.

The total cost of all governmental activities was $1,543,414.

However, the amount that our taxpayers paid for these activities through general revenues was
51,852 424 Some of the cost was paid by:

¢ Those who directly benefited from the programs ($27,428), or
s (Other governmenis that subsidized certain programs with grants ($252 492,

The Village paid for the $1,952 424 “public benefit” portion with $2 207,749 in property taxes and other
general revenues, such as state shared revenue and interest income.

Total cost MNet cost
of Services of services
Public safely & E287B0 § B23185
Public works 731,748 479 268
General government 450 261 435,428
Other 214,555 214 555
Tatals $ 2232344 % 1952424

Business-type activities

Business-type actwities increased the Village's net assets by 31,007,720 in 2007 compared to an
increase of $1,003,816 in 2006. The key factors which led to this condition were the increase in utility
rates to offset increasing costs of operation and significant capital contributions over the past two years,

FINANCIAL ANALYSIS OF THE VILLAGE'S FUNDS

Governmental funds

As of December 31, 2007, the Village's governmental funds reperted combined ending fund balances
of $3,678,564, an increase of $78,340 compared to last year's balances.

The General Fund is the chief operating fund of the Village and ended the year with a fund balance of
$3,117 215 The General Fund experenced an increase in fund balance of $122,107 because iis
revenues, primarily property taxes, continug to be sufficient to cover the fund's total expenditures.

The Major Street Fund experienced a decrease of $81,634 in its fund balance during the current year.
Current year revenues were insufficient to cover both public waorks expenditures and debt service costs
retated to the 2004 capital improvement project bond issue, All of the available resources of this fund
are restricted for maintenance and construction of major streets within the Village.



Vilfage of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued}

Governmental funds (continued)

The 2001 General Obligation Bond Fund experienced a decrease in fund balance of $14,341, which
caused it to end the current fiscal year with a fund balance of $32,095. The fund's equity and subseguent
tax collections are expected to be sulficient to cover the remaining debt service costs of the bond issue.

In addition, these other changes in fund balances should be noted:

+ Nonmajor special revenue funds increased by $52,208, primarily because of a transfer of $55,750
from the Major Street Fund.

The General Fund is the chief operating fund of the Village. At the end of the fiscal year, unreserved
fund balance was 33,117,215, which represents 202 percent of the actual fotal General Fund
expenditures for the current fiscal year, The fund balance of the General Fund represents 85 percent of
the combined ending fund balances of the governmental funds.

Proprietary funds. The Sewer Fund experienced an operating loss of $148 520 but its net assets
increased by $104 585, The Sewer Fund typically experiences an aperating loss because commaodity
charges do not cover all operating expenses that include depreciation. Net assets were $4,230,401 at
year end while net working capital amounted to $682 183,

The Water Fund experienced an operating loss of $182,672. However, net assets of the fund increased
by $844.995 because of significant capital contributions in the current year. Net assets were $4 389,357
at year end while net working capital amounted 10 $1,452,850.

The Airport Fund experienced an operating loss of 383,410 and increased its net assets by $58,140
due to increased revenues from fuel sales and hangar rentals. Net assets were $1,493,550 at vear end
while net working capital amounted to $29,415,

General Fund budgetary highlights

Resources available for appromriation were §7,221 more than the amount budgeted. Property tax
revenues were significantly lower than estimated, but higher than expected revenues in virtually every
other category made up the difference.

in total, actual expenditures were 3216551 less than the amount budgeted. The most significant
vanance related the police depatment where compansation was less than anticipated,

These variances resulted in a $223,782 positive budget vanance. The fund balance increased by
$122,107 compared io 2 budgeted decrease of $101 675,



Village of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Capital assets and debt administration

Capifaf assels

The Village's investment in capital assets for its governmental and business-type activities as of
December 31, 2007, amounts to $18 565 960 (net of accumulated depreciation). This investment
includes a broad range of assets including land, streets, sewer and water facilities, buildings, and
equipment. The net increase in the Village's net investment in capital assets for the current fiscal year
was $534,390 or 3 percent.

Governmenta!  Business-lype

activilies activities Totals
Infrastructure T 3222417 § 12821848  $16.044.085
Land and improvernents - 1,118,061 1,118,061
Buildings and improvements 496,932 497 971 594,903
Vehicles and equipmant 358,813 48,018 407 931
Totals £ 4079262 % 14,488,698 3 18,565,960

Major capital asset events during the current fiscal year included the following:

» A backhoe was acquired at a cost of $52,150

* A new police car was purchased for $20.503 that was financed by an installment purchase
agreement with a local bank

= The Village also acquired other equipment items totaling $38.225

More detailed information about the Village's capitai assets is presented in Note 5 of the basic financial
statements.

Debf administration

At the end of the fiscal year, the Village had bonds and notes outstanding in the amount of $9,740 620,
which represents a decrease of $807 163 {8 percent) compared to the prior year, All debt is backed by
the full faith and credit of the Village.

During the year ended December 31, 2007, the Village decreased its debt by $820 996 through
principal payments made on each of its various obligations that were al pawd in a timaly manner,

The Village issued debt during the year, in the amount of $22,833, through an installment purchase
agreement that financed the acquisition of a new police car.

“Wii=



Viflage of Sparta
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued}

Debt administration {continued)
Other noncurrert ubligations totaling $41,496 represent accrued compensated absences.

Maore detailed information about the Village's noncurrent obligations is presented in Note 8 of the basic
financial statements.

Economic condition and cutlook

The Village of Sparta's economic condition continues to be strong and healthy, The Village has
experienced some growth in the difficult economic times in Michigan. In late summer or early fall 2008,
we expect to begin a $4.2 million wastewater freatment plant expansion. The project will be funded
through a U. §. Rural Development loan,

Contacting the Village's financial management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Village's finances and to demonstrate the Village's accountability for the
resources it recaives. Questions regarding any information provided in this report or requests for
additional financial information should be addressed to:

Sharon J. Delange, Manager Phone: {616) 887-8251
Village of Sparta E-mail: manager@spartami.org
156 E. Division

Spaita, Ml 48345-1289

=wiii-
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INDEPENDENT AUDITORS' REPQRT

Village Council
Village of Sparta, Michigan

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the discretely-presented component unit, each major fund,
and the aggregate remaining fund information of the Village of Sparta, Michigan, as of
December 31, 2007, and for the year then ended, which collectively comprise the Village of
Sparta, Michigan's financial statements, as listed in the contents. These financial
statements are the responsihility of the Village of Sparta, Michigan's management. Our
responsibility is to express opinions on these financial statements hased en our audit.

We conducted our audit in accordance with L.S, generally accepted auditing standards.
Those standards require that we plan and perform the audit te obtain reasonzble
assurance about whether the financial statements are free of material misstaterment. An
audit Includes examining, o a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentaticn. We befieve that our audit provides a reasonable
basis for our opinions.

in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the discretely-presented component unit, sach major fund, and the
aggregate remaining fund information of the Village of Sparta, Michlgan, as of
December 31, 2007, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in conformity with 1.8, qenerally
accepted accounting principles.,

The management's discussion and analysls, budgetary comparison schedules, and the
schedule of funding progress of the employee retirement system, as listed in the contents,
are not required parts of the basic financial statements but are supplementary infermation
required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Village of Sparta, Michigan's basic financial statements. The
accompanying supplementary information, as listed in the contents, Is presented for the
purpose of additional analysis and is not a required part of the basic financial statements.
The supplementary information has been subjected to the auditing procedures applied in
the audit of the hasic financial statements and, in our opinion, are fatrly stated in all
material respects in relatlon to the basic financial statements taken as a whale.

FURR-2008



Village Council
Viltage of Sparta, Michigan
Page 2

The other information designated as “Securities and Exchange Commission Rule 15¢2-12
Centinuing Disclosure™ in the contents is also presented for the purpose of additional
analysis and is not a required part of the hasic financial statements of the Village of
Sparta, Michigan. Such information has not been subjected to the auditing procedures
applied in the audit of the hasic financial statements and, accordingly, we express no

opinien thereon.
J}J(;J Cotont 2.

June 18, 2008
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Village of Sparta
STATEMENT OF NET ASSETS
December 31, 2007

ASSETS

Current assets:
Cash
RFeceivables
Inventory
Internal balances

Total current asaelts

toncurrent assets:
Receivables
Capital assets not being depreciated - land
Capital assets being depraciated, net
Deferred charges, net

Total noncurrent assets
Total assets
LIABILITIES
Current habilities:
Payables

Escrow deposits
Bonds and noles payable

Total current liabilities

Noneurrent hiabilities:
Compensated absences
Eonds and notes payable

Total noncurrent liabilities
Tetal higkilities

MET ASSETS

Invested in capital assels, net of related debt

Restricted for public works
Unrestricted

Tatal net assels

Component
Frimary government unit
Dowrttown
Governmental Business-type Development
actlivities activitias Totals Authority
$ 3380638 3§ 2324387 § 5714025 $ 628083
429,377 529,963 859,340 26,350
. 10,390 10,380 -
§6,472 {86,472} - -
3,805 487 2,778,268 6,683 755 654,483
158 486 406 753 565,239 -
- 817,447 817.447 -
4,079,262 13.66%,251 17.748.513 -
15,669 253 379 270.045 -
4,264 417 15,146,830 189,401,247 -
8,158,904 17,825,098 26,085,002 654,483
44 587 892,541 137,523 2,105
5.847 - 5947 .
335,101 511.099 B45. 200 -
385,630 604 040 989,670 2,105
41,496 - 41,496 -
1,688,670 7.207 750 8.684.420 -
1,728 166 7.207 750 8,835 816 -
2,113,796 7,811,780 9,825,586 2.10%
2,699,160 7021228 8,720,388 -
677,957 - 677,957 -
2,668,991 3.082.080 5.761.071 652 378
$ 6046108 § 10113308 §$ 16159416 5 652378

See notes to the fnancial statemants

-5-



Village of Sparta
STATEMENT OF ACTIVITIES
Year ended December 31, 2007

Functions/Programs

GSovernmental activilies:
Legislative
General government
Public: safety
Public works
Recreation and culiure
Community and economic

development

Interast on long-term debt

Total governmental activities

Business-fype activities:
Sewsar
Water
Adrport

Total business-type activilies
Total primary government

Component unit;
Downtown Development Authority

Pragraim revenues

Operatirg Capital
Charges for grants and  grants and
Expenses services  cordributions contributions
$ 14175 % - 3 - $ -
459,261 23,833 - -
826,780 3,585 - -
731,748 - 252 492 -
107,014 - - -
3,595 - - -
88,771 - - -
2,232,344 27,428 252,492 -
743,258 740,804 - 21,084
786,315 245171 - 738,157
297 048 353,088 - -
1,836,622 1.839 154 757,231
$4068966 $ 1866582 $ 252482 § 757251
¥ 131149 % - 3 - F -

General revenues
Froperty taxes
State shared revenue
Unrestricted interest income
Franchise fees
Other

Total general revenues
Change in net assets
Met assets - heginning

Met asseis - ending



Net (expenses) revenues and changes in net assets

Component
Primary government unit
Downtown
Governmental Business-type Development
aclivities activilies Totals Authority
3 (14,175) $ (14,175}
{435,428) {435,428)
{823,185) {823,185)
{478,256) {479 256)
{107,014} {107,014}
{3,595} {3,585)
{89.771} {89,771}
{1.952 424) (1.852.424)
S 18,730 18,730
785013 785013
56,040 56,040
859,783 859,783
(1,852, 424) 858,783 {1,092 B41)
5 {131,149}
1,523 448 55,517 1,578,963 229707
422 537 - 422,537 -
139,510 92,420 231,930 14,657
51,985 - 51,985 -
70,271 - 70271 75,200
2,207,749 147 937 2,355,686 318 664
255325 1,007,720 1,263,045 188,515
5,790,733 5,105,538 14,896,371 463,863

P 6,046,108 &% 10,913,308 5 16,159416 § 632,378

See noles io the financial sfatements
B



Viflage of Sparta
BALANCE SHEET - governmenial funds
December 31, 2007

2001
SewerWater  Monmajor Total
Major refunding governmental governmental
General Street bond funds funds
ASSETS
Cash 52459975 3 311657 5 39095 5 424342 F 3245069
Racaivables 376,573 201,084 - 10,206 587 863
Due from other funds 336,672 - - - 336,872
Total assets $32,183220 % 512741 § 39,005 5 434548 3§ 4168604
LIABILITIES AND FUND BALANCES
Liakilities,
Fayables F 13460 % 4451 % - ¥ 4452 % 22,383
Due bo other funds 10,200 240000 - - 260,200
Escrow deposits 5,947 - - - 5,547
Deferred revenue 36,358 176,132 - - 212,530
Totat liabiies 66 005 420,583 - 4452 491,040
Fund balances:
Unraserved 3117215 92 158 39,095 - 3,248,468
Unreserved, reporied in nonmajor -
special revenue funds - - - 430 006 430,056
Total fund balances 3117215 892,158 348 085 430,006 3.673.564
Total kabilities and fund
balances 3183220 $ 513741 % 30095 3 434548 3 4165604
Total fund balances - sl governmental funds $ 3878554
Amgounts reported for governmental activities in the statement of net assets (page 5)
are different hecause,
Capital assets used in governmental activities are not financial resourcas and, therefore,
are net repored in the funds, 3,856,237
Other long-term assets ara not available to pay current period expenditures and,
therefore, are deferred or are not recognized in the funds, 229,199
Lang-term liabilities, mcluding bonds and notes payable, and, compensaled absencas, plus related
related interest payable, are not due and payable in the current period and, therefore, are not
reported i the funds. {1.943,049)
The assets and habilities of the internal service fund are included in governmental
aclivities in the statement of net assets. 225,137
MNet assets of governmental activilies (page 5) $ 6,048,103

Leo mofas ko the fnanciel statements
_7-



Village of Sparta

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - governmental funds

Year ended December 31, 2007

REVEMNUES
Propery taxes
Licenses and permits
State grants
Charges for services
Fines and forfeitures
Interast and rentals
Oither

Tolal revenues

EXPENDITURES
Legislative
General government
Public safety
Public warks
Recreation and cullure
Community and 2conomic
development
Capital outlay
Ciebt service:
Principal
Interast

Total expendilures

EXCESS (OEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING S0URCES (USES)

Transfars in
Transfers out

Total other financing
sources {uses)

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

2001
SewerWaler  Nonmajor Tolal
Major refunding governmental gavernmental
Ganeral Street bond funds funds

S1129884 § - Fo244821 5 168352 0§ 1.541137
55,541 - - - 55,541
433 257 165,613 - 72,803 671473
B.142 - - - §,142
3,585 - - - 3,585
97,028 26,724 1,958 10,038 135,796
60,624 17.788 - 20,248 86,738
1,786,221 210,135 246 579 268,487 2,512 422
14,175 - - 14,175
484,180 - - - 484,190
788,024 - - - 783,024
49 027 192,318 - 263,029 604 375
77515 - - - 77815
3.505 - 3.585
112,807 - 112,907
21,768 59,000 225,000 305,768
2,113 43,400 35,920 - 86,433
1,543,414 289,715 260,520 263,029 2,367,082
242 807 (89,584} {14.341} B 458 145.340
- 53,700 55,750 102,450

{120,700) {55,750} - {176,450}

(120, 700) {2,050) - 55,750 {67,000}
122,107 (91,634} {14.341) 62,208 78,340
2995108 183,792 53,438 367,883 2,600,224
$3117.215 3 92158 3 20005 % 430096 § 3678584

See notes o the finencial statemants
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Village of Sparta
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - governmental funds [Continued)

Year ended December 31, 2007

tet change in fund balances - total governmental funds

Amounts reported fur governmental aclivities in the statement of activities (page 8}
are different because;

Capital assets:
Assels acquired
Provision for depreciation

Long-term debt - principal repayments

Changes in other assetsfiabilities:
Met decresse in bond issuance costs
Net decreasze in deferred revenue
Met decrease in accrued interest
Met decrease in compensated absences

The net revenue of the internal service fund is reparted with governmental activities.

Change in net assets of govemmerntal achvities

Sae notes o #a fnancial statemnents
-N

3

78,240

67,913
(208,854}

305,788

{980)
(28.467)
1,650
8,324

32,731

3

253,325



Viflage of Sparta

STATEMENT OF NET ASSETS - propristary funds

December 31, 2007

ASSETS
Current assets:
Lash
Heceivables
ventory
Cue from other funds

Teotal current assets

Woncurrent assets:
Receivahles

Cagpital agsets not being depreciated
Capital assets being depreciated, net

Deferred charges, net

Total noncurrent assets

Total assets

LTABILITIES

Current labilities:
Fayables
Due to othes funds
Bends and notes payable

Total current labilities

MNongurant lizbilities:
Bonds and netes payable

Total liabilities
NET ASSETS
Invested in capital assels,
net of related debt
Urrestricted

Total net assets

Governmental

Business-type activities activities

Enterprise funds internal

Sewar Water Airport Tolals service
$ TOEDY P148B86683 ¥ 42833 § 2324387 % 144 569

118,052 ang 153 103,758 525,963 -

. - 10,390 10,330 -

- 10,200 - 10200 -
510943 1.807. 016 156,981 2,874,940 144 568

6.773 399 980 - 406,753 -

- 73,386 744 061 B17 447 -

4 685,966 8,160,740 E13.545 13,659,251 223,025
181 £60 71,710 - 253,378 -
4877408 8,705 B16 1.563.606 15,145,830 223,025
5788351 10512832 1,720,587 18,021 770 367 594

44 780 47 266 795 92 841 10,464

- - 96,672 96 672 -
174,000 307.000 30,099 511,093 34,208
213,780 354 366 127 566 700,712 44 7E7
1,338,170 5,768,108 99,471 7207, 7680 g7 E70
1,567 Q&0 B,123.475 227 057 ¥ 908462 142 437
3,357 465 2223727 1,434,038 7021228 91.067
B72 936 2,158,630 59,514 3,082,080 134.100
$4230401 % 4380357 31483550 $10113308 % 225 157

Ses notes fo the finencial stataments
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Vilage of Sparta

STATEMENT OF REVENLUES, EXPENSES, AND CHANGES IN

MET ASSETS - proprietary furds
Year ended December 31, 2007

OPERATING REVENUES
Charges for services:
Liility commodity charges
Fentzts
Fugl sales
ither

Tatal gperating revenues

OPERATING EXPENSES
Fersonnel cosls

Gas and oil

Supplies

Contracted services
Insurance

Litilities

Repairs and maintsnanse
Internal charges - equipment rentals
Deprecialion
Miscellaneous

Teotal operating expenses

Operating income {loss}

NONOPERATING REVEHNLUES (EXPENSES}

Capital contributions
Dbt service charges
Connection fees
Property lazes

Interest revenue
Interest expense

Total nanaperating
revenues (expenses)

INCOME {LOSS) BEFORE TRANSFERS

TRANSFER IN
Transfer from General Fund

CHANGE IN NET ASSETS
NET ASSETS - BEGINNING

NET ASSETS - ENDING

Governmental
Business-fype activities activities
Entergrise funds Intarnat
Sewer Water Airport Totals SErvice
$ 540928 F 386026 § - ¥ 926855 % -
- - 116,263 116,263 160.015
- - 209,628 209,698 -
661 17 787 27128 45,576 a7
541,590 403 B13 252 080 1,288 492 160,072
248 931 195,300 27080 471,320 26 397
2,283 2 465 167,198 171,946 13,802
40,972 79,232 2,353 123,257 18,432
142 G489 45212 35,851 223.712 MG
27 202 4033 4,320 35,555 11,641
61,653 A9 685 6,778 108,119 14 404
13218 12,931 4 526 30972 10,411
10,078 10,843 2512 234M -
140,594 192,181 34,091 67 166 64,148
2,234 3,841 4.670 10,795 1.512
690,110 EBE 485 289,679 1,566,274 194,047
(148.520) (182,672) 63.410 (267 732} {33,975}
- 591,425 - 691,425 -
1945 304 d41 358 - G40 662 -
21.084 44 732 - 65,826 -
55,517 - . 55,517 -
30,338 55982 2100 92,420 3,714
(53 148} (209,830 {7,370 {270,348 {4,008}
253,105 1.027 667 {52700 1,275,507 (294}
104,585 844 445 56,140 1,007 720 {34,269)
- - - 67,000
104 585 44 995 58,140 1,007 720 2N
4125815 3,544 352 1435410 9,105,588 192 426G
4230401 $4389357 51493550 $40113308 § 225 157

See nmartes o the fnancial statemeanls
NER



Village of Sparta

STATEMENT OF CASH FLOWS - proprietary funds

Year ended December 31, 2007

CASH FLOWS FROM OPERATING
ACTIVITIES

Receipts from customers and users

Receipts from interfund services

Fayrments 1o vendors and suppliers

Fayments to employees

Internal activity - paymenis to other funds

Net cash provided by {used in}
operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES

Increase (decreasze} in dus to other funds

Transfer in

Met cash provided by {used in) noncapital
financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Proceeds from capital debt

Debt service charges

Capilal contributions

Connection fees

Property taxes

Acauisition of capital assels

Decreaze in payables

Principal payments on capital debt

Interest payments on capital debt

Met cash provided by (used in) capital
and related financing activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Interest received

NET iINCREASE (DECREASE) IN CASH

{ASH - BEGINNING

LCASH - ENDING

Govermmental
Business-type activities activities
Enterprise funds internal
Sewer Water Airport Totals service

3 527888 % 376241

5 250828 §1163855 & -

} _ i . 180,072
(380,058)  (281.430) (233,907}  (B95 305} (111,942}
(138,242)  ({103.338)  (21.546)  (264.227) {14,303)
{10,076} [10,843) (2,512) {23.431) -
(1,488) [19,371) 1,761 {19,098} 33,827
{105.678) - 55,398 (40,282} -
- - - - 57,000
{105,678) - 65,366 (40,282) 67,000
) _ _ ; 22,833
199,304 441,358 - 640 662 -

. 189,612 189,612 .
21,094 44,732 - 65,826 -
55,547 . 55,547 -

_ ) ; {42 965)

- (285,995) - (285,995) -

(156.000)  (207.000)  (28,992)  (484,992) (39,236)
(63,228) _ (210,890) (7.370) _ ([281298) (4,008)
63677 _ (117,983) _ (36,362} (100,568 (63.376)
30,333 59,962 2,100 82,420 3714
{23,151) (77,372) 32,895 (67.628) 41,165
816,042 1,566,035 9938 2302015 103,404

§ FEZBM F148BEB1 &

42,833 F2L324.387 3 144 569

See ngtes o tha financial statements
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Village of Sparta
STATEMENT QF CASH FLOWS - propriefary funds (Continued)
Year ended December 37, 2007

Governimeantal
Business-type activities activities
Enterprise fungs internal
Sewer Water Aitport Tofals seryice

Reconciliation of cperating income (loss)

to net cash provided by {used in)

operating activities:
Operating income {loss) 3 (148520) 5 (182672) § 63410 § (267.782) § {33,975}
Adjustments to reconcile operating

income (lass) ko net cash provided by

{used in) operating activilies:

Depreciation 140,854 192,181 34 091 357, 166 68.148
Increase n.

Receivables (13,702} {27.572) (93.263) {134,337)

Inventory - {1,382 {1,382; -
Increase (decreass) in paysables 19,840 {1,308} £1.093) 17437 {346)

Met cash provided by {used in)
operating activities 3 (1488} 3 (19371 % 1761 5 (19098 35 33827

See noles b the financial slefements
3.



Viftage of Sparta
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Village of Sparta, Michigan {the Village), conform to U.S. generally
accepted accounting principles (hereinafter referred to as generally accepted accounting principles) as
applicable to governmental units. The following is 2 summary of the significant accounting policies.

a} Reporting entity.

The accompanying financial statements present the Village and its component unit, an entity for which
the Village is considered to be financially accountable. The discretely-presented component unit is
reported in a separate column in the government-wide financial statements to emphasize that it is
legally separate from the Village.

Discretely-presented component unit:

LDowntown Development Authority:

The Authority's governing body is appointed by the Village Council and its budget must be approved by
the Village Council. Separate financial statements for the component unit have not been issued, as
management believes that these financial statements, including disclosures, contain complete
information so as to constitute a fair presentation of the componant unit.

b) Governmemt-wide and fund financial staternents:

The government-wide financial statements {i.e.. the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the Viltage. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, nermally
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support. Likewise, the primary
government is reported separately from the legally separate component unit for which the orimary
government is financially accountable.

The staterment of activittes demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: (1) charges to customers or applicants who purchase, use. or
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Taxes and other items not properly included amang program revenues are reported instead as
genaral revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

¢} Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources, measurement
focus, and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardiess of the
timing of refated cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenues as soon as all eligibility requirements
imposed by the provider have been mat.

4o



Vitlage of Sparta
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

¢} Measurement focus, basis of accounfing, and financial statement presentafion {continued):
Governmental fund financial statemenis are reporied using the current financial resources,
measurement focus, and the modified accrual basie of accounting. Revenuss are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectitle within the current period or soon enough thereafter to pay lizbilities of the current period. For
this purpose, the Village considers revenues to be available if they are expected to be collected within
80 days of the end of the cuirent fiscal period. Expenditures generally are recorded when a lizbility is
incurred, as under accrual zccounting. However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment is due.

State grants, licenses and permits, charges for services, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. Only the portion of special assessmenis receivable due within the current fiscal
period is considered to be susceptible to accrual as revenue of the current period. All other revenus
items are considered to be measurable and available only when cash is received by the Village.
The Village reports the following major governmental funds:

The General Fund is the Village's primary operating fund. It accounts for all financial resources

of the Village, except those required to be accounted for in another fund. Revenues are

primarily derived from property taxes and state shared revenue.

The Major Street Fund accaunts for the use of allocated state gas and weight taxes used for
the maintenance and canstruction of major strests within the Village.

The 2001 SewerWater Refunding Bond Fund accounts for the accumulation of resources
necessary to retire 2001 general obligation bonds.

The Village reports the following major proprietary funds:

The Sewer Fund accounts for the activities of the Village's sewage collection systems and
treatment plant.

The Water Fund accounts for the activities of the Village's water distribution system.
The Airport Fund accounts for the aclivities of the Village's airport.
Additionzally, the Village reports the following fund type:

The Motor Vehicle Pool Fund, an intermal service fund, accounts for vehicle and equipment
management services provided to other departments of the Village on a cost-reimbursement
basis.

15



Viflage of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

¢) Measurement focus, basis of accounting, and financial statement presentation (continued):
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with the standards of the Governmental Accounting
Standards Board. Governments alse have the option of following subseguent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The Village has
elected not to follow subseguent private-sector standards.

Amounts reported as program revenues include: (1} charges to customers or applicants for goods,
services, or privileges provided, {2} operating grants and contributions; and (3} capital grants and
contributions, including special assessments. Internally dedicated resaurces are reported as general
revenues rather than as program revenues, Likewise, general revenues include all property taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating ifems. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations, The principal operating revenues of
the proprietary funds are charges to customers for sales and services. Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

When both restricted and vnrestricted resources are available for use, it is the Village's policy to use
restriicted rescurces first, then unrestricted resources as they are needed,

d} Assels liabities, and net assets or equity:
it Bank deposifs - Cash consists of ¢ash on hand, demand deposits, and highly liguid short-
term investments with original maturities of three months or less from the date of acguisition.

#) Receivables - Activity between funds that is representaiive of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as "due toffrom other
funds.” Any residual balances outstanding between the governmental activities and the
business-type activities are reporied in the government-wide financial statements as "internal
balances.” No allowance for uncollectible accounts has been recorded as the Village considers
all receivables to be fully collectible.

iif} Deferred charges - Certain payments in connection with obtaining long-term financing have
been deferred and are being amortized over the life of the related debt using the interest
method.



Village of Sparta
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d} Assets, ffabifities, and net assefs or equity {continued):

fv) Capital assels - Capital assets, which include land, equipment, and infrastructure assets
(2.q., sewer and water systems, streets, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the Village as assets wath an imitial, individual cost of
mare than $2,500 {$10,000 for infrastructure assets) and an estimated useful life in excess of
two years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capttal assets are recorded at estimated fair market value at the date of
donation. Governments can elect to account for infrastructure assets of government activities
either retroactively to June 15, 1980, or prospectively. The Village has elected to account for its
infrastructure assets prospectively, beginning January 1, 2004,

Capital assets are depreciated using the straight-ine method over the following useful lives;

Buildings and improvemeants 50 years

Equipment 5 - 20 years
Vahicles 5 - 10 years
Infrastructure 20 - 50 years

v) Compensafed absences - It is the Village's policy to permit employees to accunmulate earned
but unused sick pay benefits. A liability for unpaid accumulated sick leave has been recorded for
the porion due to employees upon separation from service with the Village Vested
compensated absences are accrued when earned in the government-wide and proprietary fund
financial staterments. A liability for these amounts is reported in governmental funds only for
employee terminations as of year end.

Sick leave is accrued as the benefits are eamed by the employees, as the feave is attributable to
past service and it is probable that the Village will compensate the employees for the benefits
through paid time off or some other means, such as cash payments at termination of employment,
Sick leave is accrued as a liability based on the sick leave accumulated at the balance sheet date
by those employees who currently are eligible to receive termination benefits, as well as other
emplovess who are expected to receive such payments in the future. Such accumulations are
reduced to the maximum amount allowed as a termination payment, based on certain limitations,

Vacation leave is earned in varying amounts depending upon years of service, Village
employees are required to take their vacation leave during the twelve months following their
anniversary date each year. All vacation leave not used during that period shall be forfeited.
Wacation leave is not accrued as it is not a vested benefit,

vi} Fund equify - In the fund financial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent tentative
managemeant plans that are subject to change.

7.



Viltage of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING FPOLICIES (Continued):

d} Assets, liabilities, and nef assets or egquify (continued):
viil Property tax revenue recognition - Property taxes are levied as of July 1 on property values
assessed as of December 31 of the prior year. The billings are due on or before September 14,
after which time the bill becomes delinquent and the Village may assess penalties and interest.
Property tax revenue is recognized in the year for which taxes have been levied and become
available. The Village levy date is July 1, and, accordingly, the total levy is recognized as
revénue in the current year.

NOTE 2 - STEWARDSHIP, COMPLIANCE. AND ACCOUNTABILITY:

Budgetary informafion:
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
Village's general and special revenue funds, The budget document presents information by fund,
function, department, and fine-item. The legal tevel of budgetary control adopted by the governing body
is the function level. All annual appropriations lapse at the end of the fiscal year.

Excess of expenditures over appropriations:
The following schedule sets forth significant budget variances:

Fund Funchion Budget Actual Variance
General Capital cutiay S105150 $112907 5 7757
Debt service - principal 2,000 21,768 18,768
Major Street  Public works 102,822 192,318 80 497
Debt service - principal - 58,000 59000
Debt service - interest - 48,400 48 400
NOTE 3 - CASH:

Cash, as presented in the accompanying financial statements, consisted of the following:

Governmental  Business-type  Total prirmary  Component

activities achvifies government wriif Totals
Deposits ¥ 3389463 § 23242387 5 5713850 § 628,093  $ 6,341,943
Cash on hand 175 - 175 - 175

Total cash $ 3389638 § 2324387 § 5714025 $ B28,083 $6,342,118

Deposits with financial institutions:

Michigan Compiled Laws Section 129.94 {(Public Act 20 of 1943, as amended) and the Village's
investment policy authorize the Village to make deposits in the accounts of federally-insured banks, credit
unions, and savings and loan associations that have an office in Michigan. The Village's deposits are in
accordance with statutory authority,

18-



Village of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

MOTE 3 - CASH (Continued):

Custodial credit nsk is the risk that, in the event of the failure of a depository financial institution, the
WVillage will not be able to recover its deposits. Deposits are exposed to custodial credit risk if they are nat
covered by depository insurance and are uncollateralized. At December 31, 2007, $6,222 803 of the
Village's bank balances of $6,522 803 was exposed to custodial credit risk because if was uninsured. The
Village belisves that it is impractical to insure all bank depesits due to the amounts of the deposits and
the limits of FDIC insurange. As a result, the Village evalvates each financial institution with which it
deposits funds and assesses the risk level of each institution. Oniy the institutions with an acceptable
estimated risk level are used as depositories.

NCTE 4 - RECEIVABLES:

At December 31, 2007, the receivables of the Village's funds were as follows:

FProperty Aszess-  Intergovem-
laxes Aceounts menis mental Tatals
Governmental funds:
General $163416 $ 64100 % - $ 148057 5 3ATE 5T

Major Street - - 176,132 24952 201084
Monmajor governmental - - - 10,206 10,206

Total governmental funds  $ 163416 § 64100 $176132 5 184,215 § 587 863

MNoncurrent portion g - 3 - % 1584856 & - $ 158,486
Proprietary funds:
Sewer 5 - T 97BBS 3 7827 % 19,633 $124 825
Water - 105,340 602 793 - 708 133
Airport - G584 - 97 174 103,758
Total proprietary funds 3 - S 200589 H610,320 & 116,807 3 938716
Moncurrent portion & - 3 - $ 406753 % - o 406,753
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Village of Sparta

NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 5 - CAPITAL ASSETS:

Capital asset activity for the year ended December 31, 2007, was as follows:

Governmental activities;
Capital assets being depreciated:
Buildings

Furniture, fixtures, and equipment

Wehicles
Streets

Subtotal

Less accumulated depreciation for:

Builgings

Furniture, fixtures, and eguiprrent

Vehicles
Strests

Subiotal

Guvernmental activilies capital assets, net

Busginess-type activities:

Capital assets not being depreciated - land

Capital assets being depraciated:
Sewer system
Water system
Land improvements
Buildings
Yehicles and equipment

Sublotal

Less accumulated depraciation for:

Sewer system

Waler system

Land improvemants
Buildings

Wehicles and equipment

Subtotal

Total capital assels being
depreciated, rngt

Business-type aclivities capital assets, net

Beginning Ending
balance increases DeCreases halance
5 hO9EBTE S - ] - 5 H8D.678
254,718 80,375 - 345091
546,494 20,603 - 566,997
3, 652.071 - - 3 6852 071
50582 959 110,878 - 5,163,837
{849 186) {13.550) - (102,746
{131, 8500 {23.600) - {155,450
{337.064) {50.661) - {395 725}
{248,363} (181,291} - {429,654)
(306 473) (2781023 - {1,084 575)
5 42464868 F (167.224) S - $ 4,079,282
¥ B17.447 % - 3 3 B17.447
7019 356 - 7,018, 356
5955873 - - 9,955 973
382,473 - 383,473
637 571 - 637 571
278178 - 278178
18,274,551 - - 18,274,551
{2,211,588) {135,952} - {2,347 540)
{1,614,195} {191, 948) - (1,806,141)
{65,505] {15,354) - {81,859
(123,581) (16.019) - {139,600}
(222 265) {7 BO5) - (230,180)
{4,238 134) {367, 166) {4,605,3004
14036417 (367.166) 131,669 251
5 14853864 5 (367,166) 3 5 14,486,698

20



Village of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 5 - CAPITAL ASSETS {Confinued).

Cepraciation expense was charged to governmental activities as follows:

General government $ 777
Putlic safety 13.704
Pubbe works 166,257
Recreation and culture 22216
Depreciation on capital assets held by internal service furd 68.148

Total governmental activities % 278,102

MNOTE 6 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

At December 31, 2007, the composition of interfund balances is as follows:

Fund Feceivables Fund Payables
Wiater & 10,200 General 5 10,200
General 336672 Major Streat 240,000

Airport 96,572
338 672
% 345,872 3 346,872

The amount owed to the Water Fund represents an overpayment received by the General Fund and the
amounts due to the General Fund represent tempaorary borrowing to finance current operating costs.

A summary of interfund transfers for the year ended December 31, 2007, is as {ollows:

Transfers Transfers
Fund it Fund out
Lacal Street % 55750 Major Street ¥ 55730
Major Street 53,700 General 53 700
Equipment 67,000 General &7 000
Totals 3 176450 Totals $ 175450
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Village of Sparta
NOTES TO FINANCIAL STATEMENTS {(Continued}

NOTE 6 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS {Continued):

The transfer to the Local Street Fund represents support for street maintenance and repairs.

The transfer to the Major Street Fund represents support for debt service costs of the current year.,
The transfer to the Equipment Fund represents support for operating costs of the current year.
NOTE 7 - PAYABLES:

At December 31, 2007, the payables of the Village's funds were as follows:

Accounts Fayroll Interost Totals
Governmental funds:
General $ 4586 § 8864 $ - 5 13460
Major Street 4,451 - - 4 451
Monmajor governmental 4,452 - - 4452
Total governmental funds $ 13498 3 BAB4 3 - $ 22383
Proprietary funds:
Sewear 0 O31380 § 3800 5 8600 % 44780
Water 1,566 5,000 40,800 47 366
Airport 785 - - 795
Equipment 2 969 7.500 - 10,469
Total proprietary funds $ 36710 % 16300 § 50400 F 103,410
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Village of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 8 - NONCURRENT LIABILITIES:

At December 31, 2007, noncurrent liabiliies consist of the fallowing individual issues:

Governmental activities:
Bonds and notes:
170,000 1998 Instaliment purchase note - payable in annual installments of
$21,962, including interest at 4.95%: final payment due Octobar 2008 5 21,803

$2,480,000 2001 General obligation refunding bonds - payable in annual
installments ranging from $190 000 to $315.000, plus interest ranging from 3.45%
to 4.35%; final payment due November 2010 825,000

$4.420,000 2004 Capital improvements bonds - payable in annual installments
ranging from $59,000 to $76,700, plus interest ranging from 2.00% to 4.35%: final

payment due November 2024 1,243,000
$87.538 2004 Instaliment purchass note - payable in monthly installments of
51,938, including interest at 4.94%: final payment due May 2008 9815
$101,288 2005 Installment purchase note - rayable in monthly instaliments of
31,073, including interest at 4.94%; final payment due November 2015 83241
$24,418 2006 Installment purchase note - payable in aniual installments of
$8.138, plus interest 5t 3.79%: final payment due July 2009 18,279
$22,833 2007 Installment purchase note - payable in annual installments of
$7.611, plus interest at 3.79%; final payment due June 2010 22833
Total bonds and notes 2,021,771
Accrued compensated absences _ 41,49
Total governmental activities $2.063.267

-23.



Village of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 8 - NONCURRENT LIABILITIES (Continued):

Business-type activities;
Bonds and notes:
$100,000 1999 Airpont installment purchase note - payable in annual instaliments
of $12.638, including interest at 5.25% final payment due November 2009 $ 2357

$4,330,000 2000 Water revenue bonds - payable in annual installments ranging
fram $180,000 to $270,000, plus interest at 2.50%: final Payment due April 2021 3,240,000

$85,000 2002 Airport installment purchase note - payable in ronthly installments
of $834, including interest at 3.34%: final payment duee Cecernber 2012 45,330

3100,000 2003 Airport instaliment purchase nate - payable in monthly installments
of 3831, including interest at 3.34%: final rayment due September 2013 B0 723

$975.000 2004 Capital improvement bonds - payable in amnual instaliments
ranging from $41,000 to $53,300, plus interest ranging fram 2.00% to 4.35%; final
paymant due Movember 2024 852,000

$2,405,000 2005 Sewer revenue and revenye refunding bonds - payable in annual
installments ranging from $50,000 to $225,000, plus interest ranging from 3.25%
to 5.50%, final payment due November 2025 1,028 000

$2,485.000 2005 Water revenue bonds - payable in annual installments ranging
from 385,000 to $185,000, plus interest ranging from 3.25% o 5.50% final

payment due November 2025 2,310,000
Subtotal 7.556,570

Met unamaorntized premiums 162,279
Total business-type activities $7.718.84%
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Vitlage of Sparta

NOTES TO FINANCIAL STATENENTS (Continued)

NOTE 8 - NOCNCURRENT LIABILITIES {Continued):

Noncurrent liability activity for the year ended December 31, 2007, is as follows:

Govemmental activities:
1997 installment purchase neie
1998 installmant purchase note
2001 general chligation bonds
2004 installment purchase note

2004 capital improvernent bonds

2005 installment purchase note
2006 installment purchase note
2007 installmeni purchase note

Total bonds and notes

Compensated absences

Total governmental

activities

Business-fype activities;
1999 airport lpan
2000 water reyenue bonds
2002 airport loan
2003 airport loan

2004 capital improvement bonds

2005 sewer revenue bonds
2005 water revenue bonds

Total Ipans and bonds

Unamortized premiums

Total business-type

activities

Amounts
Beginning Ending due within
balance Additions Reductions batance one year
3 1,892 § - 3 1882 § - 3 -
41,678 - 19,876 21,503 21,803
850 000 - 225,000 §25.000 220,000
32,208 - 22,584 9,615 9615
1,302,000 58,000 1,243,000 56000
09 744 8,503 83,241 8.933
24 418 - 8,138 16,279 8.13g
- 22 833 - 22833 7811
2,343,042 22,833 345,004 2,021,711 3351
48,820 17 455 257749 41,4586 -
$2,383,762 % 40288 3 3IF07RA3Y $2.063287 3 335101
§ 34501 3 - 5 11074 % 23517 3 11573
3,430.000 - 180,000 3,240,000 185,000
83674 - 8,344 45,330 8627
70,287 - 9574 60,723 4 809
893 000 - 41,000 852,000 441,000
1,165,000 - 140,000 1,025,000 155,000
2,395,000 - 85,000 2,310,000 a0,000
8.041,562 - 484,992 7556570 $ 511,009
162 278 - - 162 279
$8,203.841 8§ - S 484992 §$7.718849
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Vilfage of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 8 - NOCNCURRENT LIABILITIES (Continued):

At December 31, 2007, debt service reguirements, excluding compensated absences, were as follows:

Year ended Govermmental aclivifies Business-type achivities

December 31, Frincipal Inferest Principaf fhterest
2008 F 03351 % 766458 5 511089 3 264534
2008 202 085 G4 522 514149 249173
2010 272 368 52,804 454 904 233278
2011 78,206 41,901 217 626 215001
202 78,730 359,343 527 488 200672
203 -20m7 A7, 330 153013 2,324 254 734670
2018 - 2022 330,550 76,469 2029450 389028
2023 - 2026 157 400 G BOR §27 600 &5.940
Totals $ 2,021,771 $514606 37556570 § 2362466

All debt is secured by the full faith and credit of the Village.
NOTE 9 - DEFINED BENEFIT PEMSION PLAN:

Flan description:

The Village's defined benefit pension plan provides retirement benefits to qualified employees and their
hensficianies. The Village's defined benefit pension plan is affiliated with the Municipal Employees’
Retirement System of Michigan (MERS), an agent, muitiple-employer, public employee retirement
system that acts as a common investment and administrative agent for municipalities in Michigan.
Public Act 220 of 1998 of the State of Michigan assigns the authority to establish and amend the benefit
provisions to the Village. The MERS issues a publicly-available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing fo
Muricipal Employees’ Retirement System of Michigan, 447 N. Canal, Lansing, Michigan 48817, or by
calling 1-800-787-6377.

Fundirg palicy.

Contribution rates for each participating employer and its covered employees are established, and may
be amended, by each participating unit. The contribution rates are determined based on the benefit
structure established by each employer. Covered employees are required to contribute five percent to
the plan. The Village is required to contribute at an actuanally determined rate necessary to finance the
coverage of its employees. Administrative costs of the plan are finanged through investment earnings.
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Village of Sparta
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE & - DEFINED BENEFIT PENSION PLAN {Continued):

Annual pension cost;

For the year ended December 31, 2007, the Village's annual pension cost of $145,765 for its defined
nenefit pension plan was equal to the required and actual contributions. The reguired contribution was
determined as pan of the December 31, 2005, actuarial valuation using the entry age actuarial cost
method. The actuanzl assumgiions included a) 8 percent investment rate of return, net of administrative
expenses, i) projected salary increases of 4.5 percent per year, and c) no cost of living adjustments,
The actuarial value of the plan's assets was determined using technigques that smooth the effects of
short-term volatility in the market value of investments over a five-year period. The plan has an

unfunded actuanal accrued benefit, which is being amortized over 30 years as a level percentage of
payroll.

Three-year trend information:

Figcaf Annual Fercentaye Net
year pension of APC pansion
ending  cost (APC) comrbuted obligatbion

1243105 & 115,328 100% 3 -
12£31/08 131,358 100% -
12431107 145,765 100% -

MOTE 10 - JOINT VENTURE:

Sparia Fire Department:

The Village is a participant in the Sparta Fire Depariment (the Department) along with the Township of
Sparta. The administrative board of the Department consists of members appointed by each
participating unit. The Department was formed for the purpose of providing fire protection to the Sparta
area. The Village has no equify interest in the Department; therefore, financial information of the
Department has not been included in the Village's financial statements.

Costs of operations and capital asset acquisitions of the Department are supported by contributions
from the Village, which contributes one-third, and the Township of Sparta, which contributes two-thirds,

of the Fire Department’s proposed budget. Buring the year ended December 31, 2007, the Village paid
the Department $98,750.

Complete financial statements for the Department can be obtained from the Sparta Fire Department at 356
Elmwaod Street, Sparta, Michigan 48345
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Viftage of Sparta
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 11 - CLAIMS ARISING FROM RISKS OF LOSS:

The Vilage is exposed to vanous risks of loss related to torts; theft of, damage to, and destruction of
assets; emors and omissions, employes health and medical claims, injuries to employees, and natural
disasters. The risks of loss arising from general liability up to $5,000,000, building contents, employees’
health insurance, workers' compensation, and casuzlty are managed tirough purchased commercial
INSUrance.

NOTE 12 - BOND DEFEASANCE:

The Village defeased sewer revenue bonds by placing cash in an irrevocable trust to pravide for all future
debt service payments on the bonds. Accardingly, the trust account assets and liability for the defeased
bonds are not included in the Village's financial statements. On December 31, 2007, $1,180,000 of
outstanding bonds were considered defeased.

8.
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Village of Sparia

BUDGETARY COMPARISON SCHEDULE - Generaf Fund

Year ended December 31, 2007

REVENUES
Property taxes
Licenses and permits
State grants
Charges for services
Fines and forfeituras
Interest and rentals
Cther

Total revenueas

EXPENDITURES
Leqislative
General government
Public safety
Public works
Recreation and culture
Community and economic development
Capital outtay
Deht service;

Principal

Interest

Total expenditures

EXCESS CF REVENUES
OVER EXPENDITURES

OTHER FINANCING LSES
Transfer to Equipment Fund
Transfer to Major Street Fund

Total other financing uses

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance
Original Amended favorable
birdget budget Actual funfavorable)
$ 1230000 $1280000 $1129964 $ (150,038)
38,500 38,500 55,541 17,041
385,000 385,000 433,257 48,257
5,000 5.000 8,142 1,142
4,000 4,000 3,585 {408)
30,000 30,000 97,028 é7,028
38,500 35,500 60,694 24 1464
1,779,000 1,779,000 1,786,221 7.221
16,960 16,960 14,175 2,785
525,856 525,896 454 1460 61,706
915,800 215,800 798,024 117,776
51,500 51,500 49027 2,473
8g, 169 89,169 77615 11,554
53,500 53,500 3595 49,905
105,150 105,150 112,907 {7,757}
2,000 2.000 21,768 (19.768)
- - 2113 {2113
1,756 975 1,759,975 1543414 216,561
19,025 19,025 242 807 223782
{67,000} {67.000) {67,000 -
(53,700} {53,700) {53.700) -
{120,700} {120,700) {120 700} -
{101,675} 101,675} 122 107 223,782
2,993,108 2,985,108 2,995 108 -

$2893433 §2893433 §3117215 § 223782
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Village of Sparla

BUDGETARY COMPARISON SCHEDULE - Major Street Fund

Year ended Decernber 31, 2007

REVENUES
State grants

Interast
Other

Total revenues

EXPENDITURES

Public works

Debt service:
Principal
Interest

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

QOTHER FINANCING SCURCES {USES}
Transfer from General Fund
Transfer to Local Street Fund

Total other financing uses
NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance
Originaf Amended favorable
budget budget Actual {unfavorable)
$ 176800 $ 176800 $ 165613 3 {11,187}
7,000 7.000 265724 19,724
- - 17 798 17,788
183,800 183,800 210,135 26,335
102 822 102,822 192,319 {59,497)
- - 59,000 (53,000)
- - 48 400 {48, 400)
102 822 102 822 299,719 (196 897
80 978 80,978 {89,584} f170,562)
£3.700 53,700 53,700 -
{73450} {79,450} {55,750} 23,700
{25,750} {25,750} {2,050 23,700
55,228 55,228 {91,634) {146,862)
183 7492 183,792 183,792 -
$ 230020 F 238020 $ 92958 B (148 862)




Vitfage of Sparta
ANALYSIS OF FUNDING PROGRESS - Employee Retirement System
{Municipal Employees’ Retirement System of Michigan)

The infoermation presented in the required supplementary schedule was determined as part of the
actuarial valuations at the dates indicated.

{Over-
Actuarial funded)
accrued AAl asa
Actuarial Actuarial liability {Over- perceniage
valuation value of (AALY Funded funded} Covered of covered
date assefs entry age ratic AAL payroll payroll
December 31, {a) {b) {a){(b) {h-a) {c) {{b-a)/c)
1987 $ 328675 §$1,5406861 21% $1211,986 § 561,844 216%
1968 479 804 1,636,046 29% 1,156,242 572,058 202%
1989 607 342 1,648,845 37% 1,041,503 837,804 163%
2000 740,815 1,834,865 40% 1,094,050 679,795 161%
2001 879,543 1,974,771 45% 1,095,228 695,243 158%
2002 1,046 036 2,031,970 51% 485,934 892,359 142%
2003 1,206,736 2,447 331 49% 1,240,585 820,511 151%
2004 1,348,821 2,748,578 49% 1,400.757 861,030 163%
2005 1,505,897 2,588,128 50% 1,482,231 865,319 171%
2006 1,688,178 3,198,989 53% 1,510,811 909,281 166%

2007 1,886,368 3,455,311 55% 1,558,943 936,118 167%

1.



SUPPLEMENTARY INFORMATION



Village of Sparta
COMBINING BALANCE SHEET - nonmajor governmental funds
December 31, 2007

Total
Special revenue funds nonmajor
Local governmental
Street Sidewalk funds
ASSETS
Cash $ 388913 $ 35429 S 474 342
Receivables 10,206 - 10,208
Total assets $ 398119 § 35429 § 434,548
LIABILITIES AND FUND BALANCES
Liabilities - payables $ 4452 % - % 4 452
Fund balances - urnreserved, undesignated 384,667 35,429 430,006

Total lizbilities and fund balances

N

399119 § 35429 § 434,548
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Vilfage of Sparta

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - nonmajor governmental funds

Year ended December 31, 2007

REVENUES
Froperty taxes
State grants

Interest
Other

Total revenues
EXPENDITURES

Fublic works

EXCESS OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES
Transfers in

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

-33-

Totfal

Special revenue funds nonmajor
Local govermmental

Street Sidewalk funds
5 166,552 § - 3 166,552
72,603 - 72,603
8212 874 10,088
20,248 - 20,246
258,813 874 269,487
263,029 - 263,028
5,584 874 5458
95,730 - 55,750
61,334 874 52,208
333,333 34,555 367,888
$ 394667 $ 35429 $ 430,096




SECURITIES AND EXCHANGE COMMISSION RULE 15C2-12 CONTINUING DISCLOSURE
(LINAUDITED)



Village of Sparta
Taxable Value

Fiscal Years Ended December 31, 2003 Through 2007

Equivalent
Village's &ad Taxable value of Parcent
Aszessed Year of Slate Fiseal Valorem Fropery Granted Total Increase
YValue as of Equailization  Years Enged Taxable Tax Abaternent Taxable Ower Prior
December 31 and Tax Levy Decernber 31 Yalue Under Act 198 {1} Yalue Year
2002 2003 2003 $97 449805 % 2723700 $100172 905 2.76%
2003 2004 2004 108,508 4687 4.369.063 113,879,430 12.58%
2004 2005 2005 114,735 021 3,643 099 1183794120  305%
2005 2008 2008 117,916 523 4 370,820 122 287,443 3.30%
2006 2007 2007 M7.930178 4 370,820 122301096 0.01%
Per Capita Total Taxabie Value for the fiseal year ended December 31, 2007 (2} = 320 406
{1) Atthe full tax rate. Ses "Tax Abatement” hergin,
{2} Based on the Village's 2000 censys population of 4,159,
Source: Viliage of Sparta
Village of Sparta
Taxable Value by Use and Class
Fiscai Years Ended December 31, 2003 Through 2007
Fiscal year ended December 31
Use 2003 2004 2005 2006 2007
Agricultural 3 2663 % 2724 % 2,788 3 - % -
Commercial 24,999 202 27 488 067 20,468 404 30625 467 30,600,887
Industrial 23,113,885 0,727 826 31,141,347 26,411 552 22040832
Residential 50,977,054 54 432 313 56,559,082 63,853 424 63,882 677
Ltility 1,080,000 ~ 1,217 500 1,207,000 1,387 000 1,387,000
$ 100172905 3§ 113879430 $ 118 379123 8 122287443 5 117930176
Class 2003 2004 2005 2006 2007
Real Property S B2783055 $ 91200730 3 93,822673  § 100,988,443 5 101 O 76896
Fersonal Property 17 389,850 22,588 Y00 22 456 450 21,259,000 21,283 400

$ 100.172.905

$ 113879430

3 118378123 $ 127 287 443

$ 122301.006

Source: Village of Sparta

(UNAUDITED)
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Village of Sparta
State Equalized Valuation
Fiscal Years Ended December 31, 2003 through 2007

Year of SEY of Percent
State Yillage's Froperty Increase
Azgessed Equalization Figcal Ad Granted Tax Owver
Walue as of andg Years Ended Walorem Abatement Total Prior
Dercamber 31 Tax Levy December 31 SEV Under Act 198 {1) SEV Year
2002 2003 2003 110,420,300 5,575,300 1158856800 1.21%
2003 2004 2004 122,564 900 8.538 500 131,103,400 13.00%
2004 2005 2005 128,723,600 7.374 80O 136,098,300 381%
2005 2006 2006 136,705,500 8,476,700 145,582 200 6.97%
2008 2007 2007 136,728,600 8,876,700 145 605 300 0.02%
Per Capita Total SEY for the fiscal year enged Drecember 31, 2007 (2} = 535,010
(1) See"Tax Abatement” herein.
{2} Based on the Village's 2000 census population of 4,159
Source: Village of Sparta
Yillage of Sparta
SEV by Use and Class
Fiscal Years Ended December 31, 2003 through 2007
Fiscal Years Ended December 31
Usg 2003 2004 2005 2006 2007
Agricuitural L] 2100 % 5400 % S,800 % - % -
Commercial 26,779 700 29,971,500 32,616 900 35 786,800 35771200
Industrial 28,741,300 35,681,700 36 428 200 32,442 200 32,442 200
Residential 61,385,500 64,227 300 65,840,300 75,956,200 75,994 900
Litility 1,084, 000 1,217,500 1,207 000 1,397 000 1,387,000
$ 115995600 § 131,103,400 3 136 098 300 _5_ 145 582 200 5 145605.300
Class 2003 2004 2005 20048 2007
Real Property $ 96,881,200 § 106333600 § 111 B25800  $ 121904200 3 121,542 900
Fersonal Property 19,114,400 24 769 300 24272 700 23,678,000 23,662 400
3 115995600 $ 131103400 5 136098300 & 145582 200§ 145 605,300

Source: Village of Sparta

Tax Abatement

The Village's Taxable Value does not include the value of certain facilities, which have
from the Ad Valorem Tax Rell pursuant to Act 188
significant tax incentives 1o industrial enterprises to r
to build new faciities |

development districts and
restoration or replacement of obsolete facililies and to atiract new facilities to the area.

(UNALUDITED)
35-

temporarily been removed
The Act was designed to provide a stimulus in the form of
enavate and expand aging facilities ("Rehah Properties") and
"New Propertiss”). Except as indicated below, under the provisions of the Act a local
governmental unit {ie, a cily, village or township) may establish plant rehabilitation districts and indostrial

offer industrial firms certain property tax incentives or abatements to encourage



Village of Sparta
SEV by Use and Class
Fiscal Years Ended December 31, 2002 through 2067

Tax Abatement {Continued]

An industrial facilities exemption certificate granted under Act 198 entitles an gligible facility to exemption from Ad
Walorem taxes for a period of up to 12 years. In lieu of Ad Valorem taxes, the eligible facilily will pay an industrial
facilities {the "IFT Tax"). For properties granted tax abatement under Act 198, there exists 3 separate tax roll
referred to as the industrial facilities tax roll {the "IFT Tax Roll"}. The IFT Tax for an obsolete facility which is being
restored or replaced is determined in exactly the same manner as the Ad Walorem Tax; the important difference
being that the value of the property remaing at the Taxable Value level prior to the improvemeants even though the
restaration or replacement substantially increases the value of the facility, For a new facility, the IFT Tax is also
determined the same as the Ad Valorem Tax, but instead of using the total mills levied as Ad Valorem Taxes, a
lower millage rate is applied. For abatements granted prior to 1894, this millage rate equals 172 of all tax rates
levied by other than the state and local school district for operating purposes plus 1/2 of the 1993 rate levied by
the local school district for operating purposes. For abatements granted after 1994, this millage rate equals 1/2 of
all tax rates levied by other than the state and local schoal district plus none, 1/2, or the entire state tax rate (as
determined by the State Treasurer),

The Village has established goals, objectives, and procedures o provide the opportunity for industrial
develapment and expansion. Since 1974, the Village has approved a number of applications for lpcal property tax
relief for industrial and commercial firms. The SEY of properties that have been granted tax abatement under the
Act, remaved from the Ad Valorem Tax Roll, and placed on the IFT Tax Roll totaled 58,741,835 for the fiscal year
ended December 31, 2007, The IFT Taxes paid on these properties is equivalent to Ad Valgrem Taxes paid on
34,370,820 of Taxable Value at the full tax rate (the “Equivalent Taxable Value"). Upon expiration of the industrial
facilities exemption certificates, the current equalized valuation of the abated properties will return to the Ad
Valorem Tax Rell as Taxable Value,

Village of Sparta
Maximum Property Tax Rates
Fiscal Year Ended Decemhber 31, 2007

Millage Rate As

Permanently
Millage Millage Reduced By Current Year Maxirmum
Classification Authorized Headlee Reduction Fraction  _Allowahble Millage
Operating 17.5000 15,9185 1.0000 15.9185
Streets and Highways 5.0000 4. 5725 1.0000 4 5728
Refuse Collection and Disposal 3.0000 2.7435 1.0000 2. 7435

Source: Village of Spara

Village of Sparta
Property Tax Rates
Fiscal Years Ended December 31, 2003 Through 2007

Lewy Fiscal Year General Streets and Cebt

July 1 Ended December 31 Operating Highways Service (1) Total
2003 2003 11.75 1.50 3.25 16.50
2004 2004 11.75 1.50 3.25 16.50
2005 2005 10.75 1.50 225 14.60
2006 2008 10.00 1.50 300 14.50
2007 2007 10.00 1.50 2.50 14.00

(1) Voter approved.
Source: Village of Sparta
{UNALILHTEDR)
_35_



Village of Sparta
Homestead Property Tax Rates by Governmental Unit
Fiscal Years Ended December 31, 2003 Through 2007

Fiscal Years Ended December 31

Sovernmental Unit 2003 2004 2005 2006 2007
Village of Sparta 16.5000 16.5000 145000 14,5000 140000
Kent Intermediate Schools 3.7903 45333 4 6453 4.6803 46803
Grand Rapids Community College 1.7865 1.7865 1.7865 1.7865 1.7865
State Education 50000 6.0000 £.0000 5.0000 5.0000
Sparta Schools 4 6152 7.2252 ¥.1352 71352 6.8552
Kant County 5.3140 53140 5.3140 53840 5.3840
Sparta Township 1.2295 1.2270 1.2270 1,2270 1.2270
382355 42 5860 40 6080 40.7330 39.9530
Village of Sparta
Non-hamestead Property Tax Rates by Gavernmental Linit
Fiscal Years Ended December 31, 2003 Through 2007
Fiscal Years Ended December 31
Sovernmental Unit 2003 2004 2005 2006 2007
Village of Sparta 16.5000 16.5000 145000 14.5000 14 0000
Kent Intermediate Schools 3.7903 4.5333 46453 4.6903 4 8903
Grand Rapids Community College 1.7865 1.7865 1. 7365 1. 7865 7.7665
State Education 5.0000 §.0000 60000 6.0000 £.0000
Sparta Schools 22,3236 24 9336 25.1352 25 1352 24 8552
Kent County 5.3140 5.3140 5.3140 53040 5.3940
Sparta Township 1.2285 1.2370 1.2270 1.2270 12270
559439 602944 58.6080 58.7330 57.8530
Village of Sparta
Property Tax Collections
Fiscal Years Ended December 31, 2003 Through 2007
Collections
July 1 Fiscal Year to December 31 Percent
Lewy Ended December 31 Tax Lewy (1) Following Lewvy Collected
2003 20003 ¥ 1653755 % 1,548 100 93 61%
2004 2004 1,789,066 1,688 398 93.85%
2005 2005 1,611,858 1,474,596 91.48%
2006 2006 1,710,067 1,561,001 91.29%
2007 2007 1,712,346 1,570,328 M.71%

{1) Vilage taxes oniy. Excludes special assessments. Includes property tax collections of property granted tax

abatemeant under Act 188,
Source: Village of Sparta

(UNAUDITED)
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Village of Sparta
Ten Largest Taxpayers
Fiscal Year Ended December 31, 2007

Taxable Percent of
Taxpayer Frincipal Product or Sorvice Value Total [1}
Federal Magul Fiston Ring Piston Ring Manufacturar $ 5,408,976 4.42%
Spartan Graphics, Inc. General Commercial Advertising 4,833,346 4 0E%
(i Cichard Brands, LLC Fruit Juice Manufaclurar 179 20 310%
Tesa Tape, Ing, Adhesive Tape Manulagiures 3414176 2.79%
General Fomaolation Coating and Laminating of Fums 2,790,551 2. 28%
Cascade Dig Casting Aluminum Injector Malder 2141371 1.75%
Emmgns Developrent Co, Retzil Grocery Store 2,056,536 1E8%
Appletres Group LLC Apartments 1,790,034 1.46%
Continental ¢entfication Carmrmersial Sereen Prinler 1,568,727 1.28%
Chaice One Bank Financial Insitution 1,282.491 1.435%

5 29,277 482 23 .94%

{1) Based on $122 301,098 which is the Village's Total Taxable Value for its fiscal year ended December 31,
2007 Includes the Equivalent Taxable Value of Property granted under Act 195.

{2} See "Tax Abaterment” herein.

Source: Village of Sparta

Village of Sparta
Revenues from the State of Michigan
Fiscal Years Ended or Ending Decemhber 31, 2003 Through 2007

Fiscal Years Ended December 31,

2003 2004 2008 2006 2007
Liquor licensefees .. & 3,004 3 4 055 5 2672 5 3,534 $ 3,558
State Shared Revenue . 458,131 434 A70 430 357 427,360 422 537

3. 472135 5§ 438925 § 434,029 § 430,804 5 426,003

Source: Village of Sparta

Legal Dabt Margin

Fursuant to the statutory and constitutiona! deit provisions set forth herein, the following table reflects the amount
of additional debt the Village may legally incur as of December 31, 2007,

Dett Lirmit (1) % 14,580,530
Debt Qutstanding $  9.578.341
Less: Exempt Debt 6 575,000

32,0033

Lagal Debt Margin 3 11,657,189

1) 10% of $145 605,300 Village's Total SEY for the fiscal year ended December 31, 2007
Source: Municipal Advisory Council of Michigan and the Village of Sparta.

(UNAUENTEDY)
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Village of Sparta
Debt Statement
December 31, 2007

The following table reflects a breakdown of the Village's direct and overlapping dett as of December 31, 2007,
To the extent necessary, the Village may levy taxes on all taxable property within its boundaries without limitation
85 0 rate or amount o pay the principal of, and interest due on, the bonds in the following table, which are
designated as "UT." However, the Village's ahility to levy tax to pay the debt service on the bonds, which are
designated as "LT," is subject to applicable charter, statutory, and constitutional limitations.

Village Direct Debt (Gross Self-Supparting et
General Obligation Bonds:
Dated November 4, 2004 {Limited Tax) % 20895000 % - 5 2095000
Dated March 28 2001 (Unlimited Tax) 625000 - §25 000
Subtotal 2,720,000 - 2,720,000
Sewer Revenue Bonds:
Dated November 22, 2005 1,025 000 1,025 000 -
Subtotal 1,025 00D 1,025,000 -
Water Revenue Bonds:
Dated November 22, 2005 2,310,000 2,310,000 -
Dated September 28, 2000 3,240,000 3,240.000 -
Subtotal 5,550,000 5,550.000 -
Instaliment Purchase Chligations:
Diated May 7, 2007 22,833 - 22 833
Dated July 11, 2006 16,278 - 16,279
Dated Movember 18, 2005 83,241 - 83,241
Dated May 11, 2004 2615 - 9515
Dated August 23, 2003 60,723 - 60,723
Dated Movember 25, 2002 45,330 - 45,330
Dated Octaber 214, 1998 23517 - 23517
Dated Cctober 15, 1908 21,803 - 21,803
Sulbtotal 283,341 - 283,341
Totals 3 0578341 5 8575000 % 3,003,341
Per Capita Net Villzge Direct Drabt ). e e e e ve e § 722
Perment of Net Dirget Dbt Lo S 2 et e 2.06%
Village Share
As Percent
Qverlapping Debt (3) {3ross of Gross Met
Kent County % 84 960,000 0.58% 3 492 768
Sparta School District 38,615,000 27.53% 10,785,470
Grand Rapids Community College 57 460,000 D.57% A27 522
Totals $ 181,035,000 3 11606460
Per Capita Net Overlapping DEBE (1) . i1 $2,790
Fercent of Net Owverapping Debt b BB (2] . ittty 7.97%
Per Capita Net Direct and Overlappini DD {0 . e ettt $3.513
Percent of Net Direct and Overlapping Debt 10 SEV (2). e 10.03%

(UNAUDITED}
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Village of Sparta
Deht Statement
December 31, 2007

{1} Based on the Village's 2000 census population of 4,159,

{2} Based on $145,605,300, which is the Village's SEV for the fiscal year ended December 31, 2007. Includes the
value of property granted tax abatement under Act 198,

{3} Overtapping debt is the portion of another taxing unit's debt faor which property taxpayers of the Village are
liable in addition to debt issued by the Village.

Source: Municipal Advisary Council of Michigan and the Village of Sparta

(UNAUDITED)
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June 18, 2008

Tao the Village Council
Village of Sparta

We have audited the firancial statements of the governmental activities, the business-type
activities, the discretely presented component unit, sach major fund, and the aggregate
remaining fund information of the Village of Sparta for the year ended December 31, 2007,
and have issued our report thereon dated June 18, 2008. Professional standards require
that we provide you with the following information related to our audit.

Cur Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated November 29, 2007, aur responsibility, as
described by professional standards, is to plan and perform gur audit to obtain reasonable,
but not absolute, assurance that the financial statements are free of material misstatement
and are fairty presented in accordance with U.S. generally accepted accounting principles.

Qur audit of the financial statements doces not relieve you or management of your
responsibilities,

Qualitative Aspecls of Accounting Practices

Management iz responsible for the selection and use of appropriate accounting pelicies.
In accordance with the terms of cur engagement lettor, we will advise management about
the apprapriateness of accounting policies and their application. The significant
accounting policies used by the Village of Sparta are described in Note 1 to the financial
statements. Mo new accounting pelicies were adapted and the application of existing
policies was not changed during 2007. We noted no transactions entered into by the
Village of Sparta during the year for which there is a lack of authoritative guidance or
consensus. There are po significant transactions that have been recognized in the
financlal statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting thermn may diffsr significantly from those

expected. The most sensitive estintate affecting the financial statements was capital asset
depreciation.

Management's estimate of the capital asset depreciation is based on the estimated useful
lives of the Village’s capital assets. We evaluated the key factors and assumptions used to

develop the capital asset depreciation in determining that it is reasonable in relation to the
financiat statements taken as a whole.

FOFE-2000



Village Gouncil
Page 2
June 18, 2008

The disclosures in the Fnancial statements are neutral, consistent, and clear.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a
proposed correstion of the financial statements that, in osur judgment, may not have heen
detected except through our auditing procedures. Management has recorded all of our
proposed audit adjustments,

Disagreements with Management

For purposes of this letfer, professional standards define a disagreement with
management as a matter, whether or net resolved to our satisfaction, concerning a
firancial accounting, reporting, or auditing matter that could be significant to the financial
statements or the auditor's report. We are pleased to report that no such disagreements
arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
managemen! representation lefter associated with the audits for the year ended
December 31, 2007.

Sther Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
Village of Sparta’s auditors. However, these discussions occurred in the normal course of
our professional relationship and our responses were not a condition to our retention.

Difficifties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Communication Regarding Internal Control

In planning and performing our audit of the financial statements of the Village of Sparta as
of and for the year ended Decamber 31, 2007, 1 accordance with auditing standards
generally accepted in the United States of America, we considered the Village of Sparta's
internal control over financial reporting {internal control} as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial
statermnents, but not for the purpese of expressing an opinion on the effectiveness of the
Village's internal control. Gur consideration of internal contrel included precedures to
evaluate the design of controls relevant to an audit of financial statements and to
determine whether they have been implemented, but it did not include prosedures to test
the operating effectiveness of controls, and accordingly, was not directed to discovering
significant deficiencies in internal control. Accordingly, we do not express an opinion on
the effectiveness of the Village's internal control.



Village Council
Page 3
Jung 18, 2008

Qur consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified a deficiency in internal control that we consider to be 3 material
weakhess.

A control deficiency exists when the design or operation of a control daes not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability
to initiate, authorize, record, precess, or report financial data reliably in accordance with
geherally accepted accounting principles such that there is more than a remote likelihoad
that a misstatement of the entity's financial statements that is more than inconseguential
will not be prevented or detected by the entity's internal control,

A material weakness is a significant deficiency, or combination of significant deficiencias,
that results i more than a remote likelihocod that a material misstatement of the financial
statements will not be prevented ar detected by the entity’s internal control.

The Village has not implemented a system of controls to prepare financial
statements in accordance with U.S. generally accepted accounting principles,
including procedures to achieve the objectives of recording revenue and
expense accruals, the capitalization and depreciation of capital assets, and
the presentation of financial statement disclosures. This is a recurring
comment. The Village has determined that the additional benefits derived
from implementing such a system would not outweigh the costs incurred to
do so.

This communicaticn ig intended solely for the information and use of the Village Council

of the Village of Sparta and the State of Michigan Department of Treasury and is not
intended to he and should not be used by anyane other than these specified parties.

J'mu&u!ﬁ.c.



